
SUBMISSION FROM THE DEPARTMENT FOR WORK AND PENSIONS 

The Department for Work and Pensions is pleased to have the opportunity to 
present evidence to the Economy, Energy and Tourism Committee on 
underemployment.  This memorandum sets out our role and remit with regards to 
employment matters and explains how the Welfare Reform Act and Universal Credit 
will aim to reduce the number of households where people claim benefits and how 
that can impact on underemployment.  
 
DWP believes that its reforms represent the best offer yet for people on out of work 
benefits and protects those who are not able to work. In return, benefit claimants are 
expected to take advantage of the many training opportunities available to them and 
take an active role in planning their own personal journey back to work. The system 
will be simpler and more efficient and people will no longer need to be ‘benefits 
experts’ to find out what benefits they can get. For those in work, financial support 
will be withdrawn at a single transparent rate as earnings increase to ensure that 
work always pays and is seen to pay.  
 
Labour market analysis and underemployment 
 
Evidence shows that there have always been workers who would like to work fewer 
hours and those who would like to work more.  
 
The Office for National Statistics (ONS) recently published an analysis of trends in 
the number of people wanting to work more hours1.  Over the last four years (2009-
2012) the rate in Scotland was 9.9% – the same as for the UK as a whole.  All 
countries and regions of the UK have seen an increase since the pre-recession 
period (2005-2008), when the rate was 7.2% in Scotland. The ONS figures are 
based on Labour Force Survey, but sample sizes are too small to allow more 
detailed analysis of sub-groups within Scotland.  However, the characteristics of this 
group in the UK should give an indication of the position in Scotland.  
 
In the UK as a whole, 62% of those wanting to work more hours were working part-
time.  The remaining 38% were already working full-time, up to 47 hours a week, but 
still wanted more hours.  Around three-quarters would prefer more hours in their 
current job, but are not looking for an additional or replacement job. Those in 
elementary occupations and on lower rates of pay are more likely to want additional 
hours, suggesting a higher income is a key driver.  There is also higher demand for 
more hours among younger workers, who are more likely to be in relatively lower 
paid entry level jobs while they gain experience or decide on their future.  
 
So there is a range of reasons why people may be working fewer hours than they 
want.  Some do so as a short-term option, while others already in work may see 
their hours limited by the capacity of the business or demand for their labour.  For 
example, bar staff can only work in that job when the bar is open. An individual’s 
personal or family circumstances or their attitudes may also change over time so 
they are no longer content with their current hours. 
 

                                            
1
 Underemployed Workers in the UK, November 2012, Office for National Statistics: 

http://www.ons.gov.uk/ons/rel/lmac/underemployed-workers-in-the-uk/2012/index.html 

http://www.ons.gov.uk/ons/rel/lmac/underemployed-workers-in-the-uk/2012/index.html


The Welfare Reform Act  
 
The Welfare Reform Act makes fundamental reforms to the social security system, 
replacing the current, confusing system of benefits and tax credits with Universal 
Credit. It will deliver a system that is simpler fairer and ensures work always pays 
and just as importantly is seen to pay.  
 
Universal Credit 
 
Universal Credit (UC) will provide a new single system of means-tested support for 
working-age people in and out of work. Support for housing costs, children and 
childcare costs will be integrated in the new benefit. It will also provide additions for 
disabled people and carers. The UC pathfinder will be introduced from April 2013 in 
Greater Manchester and Cheshire to test the process in advance of national rollout 
in October 2013. It will be a seamless in and out of work benefit for the whole 
household. It will help ensure work always pays and make it easier and less risky for 
claimants to take up work. It also means that DWP will work with a much wider 
group of benefit claimants than ever before including those who are working but 
earning less than could reasonably be expected.   
 
Currently claimants of working tax credits receive them as a top-up to part-time 
earnings with no conditionality attached. The introduction of UC brings new 
opportunities for DWP to intervene and support them to earn more and progress. 
We will, for the first time, be placing expectations on people who are in work but 
could earn more, and supporting them to do so. Also by removing the distinction 
between in-work and out-of-work support, UC removes the complication of having to 
change benefits when people find work. Removing this significant barrier makes the 
system much simpler and therefore will help people get into work. UC will improve 
the lives of some of the poorest families in our communities and will make over 3 
million households better off.  
 
There is very little evidence on what approach would be most effective in working 
with this new group of claimants who are working, but could reasonably be expected 
to earn more. What we ask an unemployed person to do may be different to what is 
reasonable to ask an employed person.  
 
When UC is introduced, our initial focus will be on those claimants who would be 
eligible for the current out of work benefits.  We will, however, be starting to work 
with claimants who are in work, but could earn more. Initially we will set out a clear 
expectation that claimants should be maintaining their current level of income as a 
baseline, whilst at the same time taking appropriate steps to increase it.  We will test 
a range of approaches in order to build an understanding of what sort of 
interventions work best with this group. These tests are likely to take a variety of 
forms, from small scale “pathfinders” that can be put in place relatively quickly, to 
more formal control trials.  
 
On 21st January 2013 DWP Ministers launched a call for ideas on what approaches 
could be piloted to test their effectiveness on the in-work group. The call for ideas 
will be open until 18 March 2013.   The Minister’s press release can be found at:  
 



http://www.dwp.gov.uk/newsroom/press-releases/2013/jan-2013/dwp008-13.shtml 

Jobcentres, the Work Programme and the Youth Contract  

DWP has moved away from the one size fits all approach and offers people looking 
for work more tailored support and advice to find employment.  This, in turn, 
provides a wider pool of job ready candidates to choose from. 
 
Whilst legislation governing the welfare state and employment is set at a UK level, 
there is now considerable flexibility at a local level in how policies are implemented. 
Jobcentre managers have growing levels of discretion in how best to help people 
back into work. Advisers in jobcentres work with new claimants on a daily basis and 
are able to assess the circumstances and needs of individuals, know the local 
economy and offer the help they think is best. This is drawn from a wide menu of 
support that can include help with jobsearch, voluntary work, work experience, skills 
provision, and access to apprenticeships.   In the Scottish context that means that 
there is a mix of support including devolved functions such as skills and 
apprenticeships. 
 
The combination of local flexibility within a national framework of rights and 
responsibilities for claimants and employers has, despite the recession, helped 
deliver a better labour market, with lower inactivity than in the past. Those looking 
for employment both in Scotland and the rest of the UK can rely on the expertise of 
jobcentre staff to help them find employment, improve their chances of progression 
and move away from benefits. Two of the key employment initiatives are the Work 
Programme and Youth Contract.  
 
The Work Programme was launched on 10 June 2011. It is the biggest single 
payment by results employment programme Britain has ever seen, providing 
personalised support to an expected 3.3 million claimants over the life of the 
contract. The Work Programme has replaced much of the complex range of 
employment support previously on offer. Providers are paid primarily for supporting 
claimants into employment and helping them stay there, with higher payments for 
supporting the hardest to help. Work Programme providers have complete flexibility 
to innovate and design support that addresses the needs of the individual and the 
local labour market. This is particularly helpful for those claimants who have 
difficulties in finding work. Once referred, claimants remain on the Work Programme 
for up to two years. 
 
We are taking steps to improve the Work Programme all the time such as spreading 
best practice for harder to help claimants amongst the providers and improving 
access to other provision (with due regard to devolved functions).   It is too soon to 
judge its performance on job outcomes given we only have a year’s data for a 
programme that is designed to support people for two years or more. The next 
statistics will be released in May 2013.  
 
In response to the challenge of youth unemployment the Youth Contract, which was 
launched in April 2012, provides extra help to young people who are looking for a 
job. The Youth Contract, which is worth nearly £1 billion aims to provide nearly half 
a million new opportunities across Great Britain, including more work experience 
and work experience with training places; and wage incentives for employers who 

http://www.dwp.gov.uk/newsroom/press-releases/2013/jan-2013/dwp008-13.shtml


employ young people from Jobcentre Plus or the Work Programme. It aims to 
provide sustained job outcomes for young jobseekers.  
 
It is too early to tell whether the scheme is working but there have been some 
positive reports about increased numbers of employers getting in touch with Youth 
Contract providers, including a significant number of small and medium sized 
businesses, keen to learn about how they can support young people into work.  
 
Engagement 
 
We recognise there are many legitimate concerns and questions about the 
implementation of the Welfare Reform Act and Universal Credit. But DWP is 
committed to effective engagement with the Scottish Government on new and 
evolving employment policy issues to ensure concerns are addressed speedily. 
There are many good examples of effective engagement and dialogue between 
DWP, the Scottish Government, COSLA and businesses in Scotland, to discuss the 
development of employment policy. The Scottish Employability Forum includes as 
its members Michael Moore, the Secretary of State for Scotland, John Swinney, 
MSP and senior officials representing employability within Scotland including DWP.  
It provides an effective forum to address concerns strategically.  In addition, the 
Scottish Government’s initiative Better Alignment of Scotland’s Employability 
Services (BASES) has wide representation and is a working partnership which pools 
resources and avoids duplication of work to deliver effective employment initiatives 
in Scotland.  
 
 

 

 

 

 

 

 

 

  


